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BRITAIN EXPLORES THE CONTINENT 





HILE a complete official version of the Berlin 

conversations between Chancellor Hitler and 
Sir John Simon on March 25 and 26 is still lacking, 
it would appear that the Fuehrer minced no words 
in formulating the terms on which Germany would 
join a collective system of security. Emphasizing 
throughout that the Soviet Union constitutes the 
vreatest single menace to European peace and that 
the Third Reich regards itself as a bulwark against 
communism, Hitler demanded an air force equal 
to that of the U.S.S.R. and a navy of about 400,000 
tons. He refused to consider the proposed Eastern 
Locarno pact, intended to guarantee the status 
quo in Eastern Europe. He also rejected a Da- 
nubian pact barring interference in Austria, argu- 
ing that satisfactory definition of “interference” 
is impossible. Germany, he said, is ready to 
repudiate any intention of military aggression 
against Austria, but will not promise to abandon 
political efforts for Austro-German union. Finally, 
he declared that the Reich will not return to 
Geneva unless it receives equality with the prin- 
cipal League members in the matter of colonies 
or other territorial possessions. 


These demands, long familiar to students of 
Hitler’s Mein Kampf, apparently came as a shock 
to Sir John Simon. In a brief statement to the 
House of Commons on March 28 the British For- 
eign Secretary revealed that “a considerable 
divergence of opinion between the two govern- 
ments” had developed in the course of the Berlin 
conversations. He gave no intimation whether 
Britain, now that it has learned the full extent of 
Germany’s ambitions, will openly join the other 
European powers in opposing German aggression, 
or will explore the possibility of conciliating Hitler 
hy territorial concessions in Europe or the colonies. 

Hitler’s warnings of the Communist danger did 
not prevent Anthony Eden, Lord Privy Seal, from 
reaching an understanding with Stalin, Premier 
Molotov and Foreign Commissar Litvinov on his 





visit to Moscow March 30 and 31. The British 
and Soviet statesmen examined not only the gen- 
eral European situation, but the prospects for 
Anglo-Soviet trade and the relations of the two 
countries in the Far East. M. Litvinov stressed 
the Soviet view that Nazi Germany is a threat to 
peace, that European peace is indivisible, and 
that German aggression in the East would in- 
evitably provoke a general conflict. Mr. Eden, in 
return, apparently succeeded in assuring the So- 
viet government that, while Britain is reluctant 
to undertake clear-cut commitments, it will not 
oppose Soviet efforts to create an Eastern Locarno 
within the framework of the League of Nations. 
The joint communiqué issued on March 31 em- 
phasized that the Eastern Locarno pact is aimed 
not at the isolation or encirclement of any state, 
but at the establishment of equal security for all 
participants, including Poland and Germany. 

Poland’s attitude toward such a pact was can- 
vassed by Mr. Eden on his visit to Warsaw, where 
he arrived on April 1. Poland, which aspires to 
the réle of a great power with an independent for- 
eign policy, is anxious to maintain a balance be- 
tween its two strong neighbors, Germany and the 
Soviet Union; it fears that its adherence to the 
Eastern Locarno pact would be interpreted in 
Berlin as an anti-German move. The official 
German-Polish friendship inaugurated by the 
non-aggression treaty of 1934 has proved unpopu- 
lar in Poland, and growing Nazi agitation in 
Danzig is not calculated to improve relations be- 
tween the two countries. Poland is coming to the 
view that isolation from the rest of Europe is too 
high a price to pay for Germany’s dubious friend- 
ship, but hesitates to burn its bridges unless it 
receives assurance that Britain will actively de- 
fend the European status quo against the Third 
Reich. 


The situation in Eastern Europe is further 
complicated by the sharp conflict which has devel- 












oped between Germany and Lithuania over Memel. 
This territory, severed from Germany by the 
Versailles treaty for the purpose of providing 
Lithuania with an outlet to the sea, was trans- 
ferred to Lithuanian sovereignty by the Allied and 
Associated powers under the Memel convention 
of 1924. In this convention Britain, France, Italy 
and Japan stipulated that the territory, half of 
whose population is German and half Lithuanian, 
was to enjoy local autonomy in various matters. 
The hopes of Memel Germans for eventual restora- 
tion to the Reich received fresh impetus with 
Hitler’s advent to power. Two rival Nazi parties 
formed in 1933 were promptly prohibited by the 
Lithuanian authorities, and Nazi sympathizers 
resorted to underground activities. In 1934 the 
Lithuanian government arrested 126 Memel Nazis 
on the charge that they had plotted to seize the 
territory and return it to Germany. Their trial 
by a Lithuanian military court was brought to a 
dramatic close on March 26, during Sir John 
Simon’s visit to Berlin, when four of the accused 
were condemned to death, eighty-three were sen- 
tenced to various terms of imprisonment, and 
thirty-five were acquitted. These sentences pro- 
voked anti-Lithuanian demonstrations in Ger- 
many, held under the auspices of the Propa- 
ganda Ministry, at which thousands of people de- 
manded return of Memel to the fatherland. On 
April 1 it was announced that Britain, France and 
Italy had informed Lithuania that the present sit- 
uation in Meme! is incompatible with the terms 
of the 1924 convention, and should be terminated 
without delay. While Poland, long hostile to 
Lithuania, might welcome an attempt by Germany 
to seize Memel, such a move would arouse the 
resistance of Lithuania’s partners in the Baltic 
bloc, Estonia and Latvia, and strike a direct blow 
at the status quo in Eastern Europe which the So- 
viet Union, with Britain’s assent, has undertaken 


to preserve. VERA MICHELES DEAN 


Belgium Abandons Gold 

With a decree devaluing the belga by 28 per 
cent, Belgium definitely abandoned the _ gold 
standard on April 1. Its defection from the gold 
bloc was not unexpected. More dependent on 
foreign trade than any other European country, 
Belgium found it increasingly difficult to maintain 
the parity of the belga. Belgian coal, iron and 
steel, textiles and glass were undersold on the 
world market by countries which had depreciated 
their currencies. Efforts to lower costs of pro- 
duction by drastic deflationary measures proved 
unavailing, and requests for special commercial 
concessions from the other members of the gold 
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bloc met with no response. The sharp decline of 
sterling in February and early March helped + 
aggravate the situation. On March 17, in a last. 
minute attempt to save the belga, a ministerial 
delegation headed by Premier Georges Theunis 
visited Paris, but the French government, al- 
though willing to grant a loan, could promise no 
substantial increase in the French market for f 
3elgian manufactures. Two days later, unable 
to check growing speculation against the currency, 
the Theunis cabinet resigned. The new govern. 
ment, formed on March 25 by Dr. Paul van Zee. 
land, under-governor of the National Bank, recog. | 
nized the inevitable and obtained authorization 

to devalue the currency up to 30 per cent. ; 


The van Zeeland cabinet is composed almost 
equally of Catholics, Liberals and Socialists, and | 
its program, approved by Parliament on March 30, 
marks a frank departure from the orthodox eco- 
nomic policies pursued by its predecessor. It wil! 
establish a “managed economy” modeled in some 
respects on the American New Deal. The entire 
banking system will be reorganized so as to pro- 
vide a liberal expansion of credit under the super- F 
vision and control of the government. A number fF 
of taxes will be reduced in an effort to stimulate 
business, and a large public works program is | 
contemplated for the relief of unemployment. | 
Special powers to carry out these policies during 
the next year have been obtained from Parlia- 
ment. | 

The devaluation of the belga leaves only France, 
Switzerland and the Netherlands completely on 
the gold standard. The last two countries par- 
ticularly will be under great pressure to follow 
Belgium’s example, even though their gold re 
serves are large enough to withstand heavy with- 
drawals. In the Netherlands devaluationist sen- 
timent, already strong among the exporting and 
shipping interests, will undoubtedly increase; and 
in Switzerland a referendum to be held in June is 
expected to be fought out almost entirely on the 
issue of continued adherence to gold. Until it is 
definitely known what policies the remaining gold 
bloc countries will finally adopt, no international 
stabilization agreement seems likely to material- [| 
ize. Meanwhile, Belgium’s action greatly accen- | 
tuates the danger of competitive currency depreci- [ 
ation which has inhered from the very beginning 
in the monetary policies pursued by most of the 
countries of the world. JOHN C. DEWILDE 
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